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COMMONWEALTH of VIRGINIA

Virginia Racing Commission
10700 Horsemen’s Road
Post Office Box 208
New Kent, Virginia 23124
(804) 966-7400; Fax (804) 966-7418

January 5, 2004

TO: THE HONORABLE MARK R. WARNER, GOVERNOR OF VIRGINIA,
AND THE MEMBERS OF THE GENERAL ASSEMBLY

Pursuant to the provisions of the Code of Virginia Title 59, Chapter 29, Section
59.1-369 relating to horse racing with pari-mutuel wagering, it is my privilege and
pleasure to submit herewith the 2003 Annual Report of the Virginia Racing Commission.

The pari-mutuel horse racing industry in Virginia represents an important segment
of the Commonwealth’s economy not only from the operations of Colonial Downs and its
satellite wagering facilities, but also through the agribusiness activity represented by the
breeding, training and related support activities for race horses throughout the
Commonwealth.

Late in 2003, a new satellite wagering facility was opened in south Richmond. In
November, a referendum was passed in Vinton that will result in a new facility opening in
that area in mid 2004. Additional purse money generated at the two new facilities will
help provide more live racing days in future years at the New Kent racetrack for both
thoroughbred and standardbred (harness) owners and breeders.

The Racing Commission remains committed to insuring the integrity of racing for
its participants and patrons and appreciates the support it has received from the

Administration and the General Assembly.

Respgctfully Submitted,

Stanley K. Bgwker
Executive SeCretary
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Title 59, Chapter 29, known as “The Racing Act,” became
effective on January 1, 1989. It vested the Virginia Racing Commission
with control of all horse racing with pari-mutuel wagering that is
conducted in the Commonwealth. The Act was approved by Virginia
voters in the 1988 General Election.

Horse racing with pari-mutuel wagering is permitted in the
Commonwealth for the promotion, sustenance and growth of a native
industry, in a manner consistent with the health, safety and welfare of the
people

The Racing Commission is vested with plenary power to prescribe
regulations and conditions under which racing and wagering shall be
conducted, so as to maintain horse racing in the Commonwealth of the
highest quality and free of any corrupt, incompetent, dishonest or
unprincipled practices and to maintain in such racing complete honesty
and integrity.

The Rules Committee was very busy throughout 2003 as it
completed a review of a majority of the Commission’s Regulations and
recommended a number of changes that were approved by the full
Commission.

The 2003 General Assembly enacted a new statute requiring the
Commission to license and regulate advance deposit account wagering
companies that have been operating in Virginia. The new statute went
into effect on July 1, 2003 and on that same day the Rules Committee
recommended approval of proposed emergency regulations to meet the
legislative mandate.

The Commission’s emergency regulations became effective on
August 22, 2003 at which time known account wagering companies were
notified the regulations were in place and the Commission stood ready to
accept applications for licenses.

As of December 31, 2003, four license applications were on file
with the Commission, background reviews were underway and the
Commission is expected to approve the appropriate applications during the
first quarter of 2004.



Acﬁvities of the Comm iSSiOn

During 2003, the Commission was also busy with its oversight of
the Commonwealth’s satellite wagering facilities. Four facilities
previously had been opened: Chesapeake and Richmond in 1996,
Hampton and Brunswick in 1997.

In 2003, Colonial Downs applied for and was granted a license to
build a second satellite wagering facility in Richmond. Located at 6550
Hull Street, the new facility serves the south Richmond area.

The Hull Street facility opened on November 12, 2003 and for the
balance of the year, 8,634 people visited the new facility and wagered
$2,000,000.

November provided another important milestone when the
residents of Vinton voted to accept a new satellite wagering facility
in their community. Colonial Downs is exploring possible sites and is
expected to apply for a license in early 2004.

Virginia statutes limit satellite wagering facilities to six (6)

throughout the state and Vinton will become the sixth and final facility
permitted under current law.

Total Pari-Mutuel Handle

Total Total Racing Daily Average Per-Capita
Year Handle Attendance Days* Attendance Wagering
1996 $ 36,952,607 178,570 338 528 $ 206.94
1997 95,094,161 578,831 840 689 164.29
1998 120,717,190 446,859 1,381 324 251.65
1999 121,324,249 544,744 1,351 305 222.72
2000 121,754,800 490,868 1,540 319 248.04
2001 123,879,396 511,856 1,445 354 242.02
2002 124,064,569 523,216 1,441 363 237.12
2003 130,382,875 552,632 1,534 360 235.93
Total $ 874,169,847 3,827,576 9,870 388 $ 228.39

* Includes live racing days and days of operation at satellite wagering facilities



About Colonial DOWI] S

It has been more than seven (7)) years since the owners of Colonial
Downs brought pari-mutuel horse racing to Virginia. Satellite wagering
facilities were opened in Chesapeake and Richmond in 1996.

But it wasn’t until September 1, 1997 that Colonial Downs staged
its first live meet—30 days of thoroughbred racing. Harness racing joined
the schedule in 1998 and since that time both breeds have run annual
meets at the New Kent facility.

As stated in § 59.1-364 of the Code of Virginia, horse racing with
pari-mutuel wagering is permitted in the Commonwealth for the
promotion, sustenance and growth of a native industry. As a result, the
stakeholders in Virginia have worked extremely well together to build the
horse breeding and racing industries. Quality racing has always been the
goal in Virginia as it strives to build the horse industry in the
Commonwealth.

Now owned by Jeffrey and Richard Jacobs’ Jacobs Entertainment,
Colonial Downs has developed a reputation as the thoroughbred turf
racing capital of the nation. Typically more than 80% of the thoroughbred
races run at Colonial Downs are on the 180-foot wide Secretariat Turf
Course, named after Virginia’s famous Triple Crown winner.

The highlight of the thoroughbred season is the $500,000 Virginia
Derby, a race for some of the top three-year-olds in the country. A panel
of experts reviews all stakes races run in the United States and has
awarded the race a Grade 3 status for 2004.

On Virginia Derby Day 2003, a Virginia record pari-mutuel handle
of $2,473,385 was established.

The standardbred (harness) industry has also tried to bring quality
racing to the Commonwealth. Virginia was the host of the 1998 Breeders
Crown races, harness racing’s championship event. It was televised on
ESPN.

Annually, the harness meet features a one-turn mile for most of its
races. As a result, a number of record times have been established in
Virginia.



About Colonial DOWHS

For Colonial Downs and the horse racing industry in the state,
2003 was a very good year. Among the highlights were:

* The state-wide pari-mutuel handle set a record of $130,382,875;

e A total of 470,590 attended the races at the track and satellite
wagering facilities;

* A fifth satellite facility was opened in south Richmond;

* A referendum was passed in Vinton which allows Colonial
Downs to apply for a sixth satellite wagering facility;

* Pursuant to a new statute passed by the General Assembly,
regulations were adopted that place advance deposit account

wagering in Virginia under the jurisdiction of the Commission.

As a result of the efforts in 2003, the horse racing industry in
Virginia is poised to continue to grow.

Live Thoroughbred Racing

Daily Average Daily Average Daily Average On-Track

On-Track Handle Total Handle Attendance Per Capita
1997 $ 183,594 $ 939,400 3,620 65.71
1998 141,154 881,473 2,263 75.03
1999 107,881 975,854 1,628 87.50
2000 90,589 872,617 1,247 109.81
2001 117,818 1,103,188 1,940 85.48
2002 140,067 1,193,826 2,202 86.95
2003 140,305 1,203,009 2,193 86.30

Live Harness Racing

Daily Average Daily Average Daily Average On-Track

On-Track Handle Total Handle Attendance Per Capita
1998 $ 56,661 $ 172,875 1,379 56.21
1999 41,319 193,175 909 62.31
2000 19,270 147,575 258 148.76
2001 30,912 163,934 486 105.54
2002 30,860 154,869 478 117.01
2003 34,585 148,145 580 101.50



Richmond Satellite
Wagering Facilit
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4700 West Broad Street
Richmond, VA. 23230
20,000 Sq. Ft.

The Richmond Satellite Wagering Facility is centrally located on Broad Street, which is
one of the main thoroughfares in Richmond. The facility can accommodate up to 500 patrons
with smoking and non-smoking preferences, one central main bar area, and teller lines for up to
23 tellers. The facility also has a VIP room with a full bar and tellers for patrons who prefer more
privacy. The facility has parking capacity for 350 vehicles.

Statistics

Number Daily Daily

of Race Total Average Total Average
Year Days Attendance Attendance Handle Handle
1996 21 17,403 829 $ 3,391,418 $ 161,496
1997 363 206,530 569 51,556,304 142,028
1998 363 178,841 493 50,183,501 138,247
1999 361 173,378 480 51,347,173 142,236
2000 361 162,921 451 49,096,147 136,000
2001 362 164,372 454 50,475,896 139,436
2002 360 159,222 442 49,986,746 138,852
2003 357 156,339 430 47,927,303 134,250
Total 2,548 1,219,006 478 $ 353,964,488 $ 138,919




Chesapeake Satellite
Wagering Facilit

3376 South Military Highway
Chesapeake, VA 23323
15,000 Sq. Ft.

The Chesapeake Satellite Wagering Facility is centrally located on South Military
Highway, which is 20 miles form Virginia Beach. The facility can accommodate up to 650
patrons with smoking and non-smoking preferences, one central main bar area, and teller lines for
up to 22 tellers. The facility has parking capacity for 300 vehicles.

Statistics

Number Daily Daily

of Race Total Average Total Average
Year Days Attendance Attendance Handle Handle
1996 317 161,167 508 $ 33,561,189 $ 105,871
1997 363 148,373 409 35,138,043 96,799
1998 363 114,682 316 28,929,078 79,694
1999 360 106,782 297 30,154,358 83,762
2000 362 100,405 277 29,663,510 81,943
2001 362 103,778 287 30,031,322 82,959
2002 361 100,937 280 30,816,019 85,363
2003 359 102,054 284 32,839,851 91,476

Total 2,847 938,178 330 $ 251,133,370 $ 88,210




Hampton Satellite
Wagering Facilit

1909 Commerce Drive
Hampton, VA 23666
13,500 Sq. Ft.

The Hampton Satellite Wagering Facility is centrally located on Commerce Drive near the
Hampton Coliseum. The facility can accommodate up to 580 patrons with smoking and non-
smoking preferences, one central main bar area, and teller lines for up to 16 tellers. The facility
has parking capacity for 270 vehicles.

Statistics

Number Daily Daily

of Race Total Average Total Average
Year Days Attendance Attendance Handle Handle
1997 7 1,651 236 $ 327811 $ 46,830
1998 363 114,679 316 22,765,994 62,716
1999 361 103,945 288 23,298,797 64,540
2000 362 99,618 275 24,999,787 69,060
2001 362 99,718 275 26,083,186 72,053
2002 361 98,362 272 25,058,151 69,413
2003 358 95,064 266 25,947,756 72,480

Total 2,174 613,037 282 $ 148,481,482 $ 68,299




Brunswick Satelljte
Wagering Facility

24 Colonial Downs Place
Alberta, VA 23821
20,000 Sq. Ft.

The Brunswick Satellite Wagering Facility is located two miles off Route 1 in Brunswick
County, which is 15 miles from the North Carolina border. The facility can accommodate up to
400 patrons with smoking and non-smoking preferences, one main bar area, and teller lines for
up to 10 tellers. The facility has parking capacity for 500 vehicles.

Statistics

Number Daily Daily

of Race Total Average Total Average
Year Days Attendance Attendance Handle Handle
1997 14 1,460 104 $ 226,146 $ 16,153
1998 292 38,657 132 10,573,166 36,209
1999 269 27,925 104 11,404,545 42,396
2000 279 28,018 100 11,888,170 42,610
2001 265 24,821 94 12,085,136 45,604
2002 259 27,243 105 11,882,404 45,878
2003 292 28,548 98 14,094,878 48,270
Total 1,670 176,672 106 $ 72,154,445 $ 43,206
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South Richmond Sateljjz,
Wagering Facilit

6550 Hull Street Road
Richmond, VA
11,500 Sq. Ft.

The South Richmond Satellite Wagering Facility opened on November 12, 2003.
The facility can accommodate 300 patrons with seating for 180. Smoking and non-
smoking areas are provided. The facility employs 45.

Statistics
Number Daily Daily
of Race Total Average Total Average
Year Days Attendance Attendance Handle Handle
2003 48 8,634 180 $ 2,001,182 $ 41,691
Total 48 8,634 180 $ 2,001,182 $ 41,691

12



TAX REVENUE

Revenue to the Commonwealth

Year Commonwealth

1996 $ 631,482

1997 1,595,765
1998 2,065,005
1999 2,090,137
2000 2,103,097
2001 2,150,599
2002 2,164,933
2003 2,280,446
Total $ 15,081,464

Revenue to Localities

Year New Kent Chesapeake Henrico Richmond Hampton Brunswick
1996 144,304 144,304 '6,783 6,783

1997 408,479 159,666 113,726 113,726 1,430 855
1998 520,316 128,530 107,693 107,693 101,062 43,538
1999 524,049 132,641 108,839 108,839 101,396 46,906
2000 532,156 129,419 104,967 104,967 108,412 49,836
2001 539,392 131,455 107,885 107,885 115,242 51,140
2002 544,937 136,127 107,043 107,043 110,778 50,791
2003 574,992 145,928 103,758 112,388 113,880 59,092
Total 3,788,624 1,108,069 760,694 769,324 652,201 302,159

Total Revenue

Commonwealth $15,081,464
Localities 7.381.071

Total $22.,462,536
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About the Breeders’ Fullds

Funded by a 1% takeout of all wagering conducted in Virginia,
funds have been established for both thoroughbred and standardbred
horses, their breeders and owners.

For 2003, a record $1,035,181 was generated for the thoroughbred
breeders’ fund bringing the eight-year total to $6,767,905.

Most of the thoroughbred breeders’ fund money is being
distributed during the annual live meet at Colonial Downs, including a
40% bonus for Virginia-breds earning purse money in open competition.
However, Virginia also is the only state in the Mid-Atlantic region to pay
breeders’ awards for home-breds competing in three states—Virginia,
Maryland, and Delaware.

Harness racing, both live and simulcasting, accounts for more than
20% of total wagering in Virginia. As a result, $1,973,072 has been
generated for the standardbred breeders’ fund in the past eight years.

In addition to a viable stakes programs, standardbreds also receive
bonuses for placing in open competition.

The Racing Commission has contracted with the Virginia
Thoroughbred Association to administer the thoroughbred breeders’ fund
program and the Virginia Harness Horse Association to manage the
standardbred breeders’ fund.

Breeders’ Funds

Year Thoroughbred Standardbred
1996 $ 263,517 $ 105,288
1997 755,900 195,041
1998 917,484 289,688
1999 915,431 297,811
2000 942,714 274,834
2001 967,123 271,671
2002 970,555 270,091
2003 1,035,181 268,647
Total $ 6,767,905 $ 1,973,072
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VIRGINIA RACING COMMISSION
NEW KENT, VIRGINIA

REPORT ON AUDIT
FOR THE YEAR ENDED

JUNE 30, 2003

Auditor of

Public Accounts
COMMONWEALTH OF VIRGINIA
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Tonanonfuealth of Birginia

Auditor of Public Accounts

P.O. Box 1295
Walter J. Kucharski, Auditor Richmond, Virginia 23218

September 30, 2003

The Honorable Mark R. Warner
Govemnor of Virginia

The Honorable Kevin G. Miller
Chairman, Joint Legislative Audit
and Review Commission

Commission Members
Virginia Racing Commission

We have audited the accounts and records of the Virginia Racing Commission for the year ended
June 30, 2003, and submit herewith our complete reports on the financal statement and compliance and
internal control over financial reporting. :

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS

We have audited the accompanying Statement of Revenues Collected, Expenditures Paid, and
Changes in Cash Balance - Budget and Actual - Special Revenue Funds of the Virginia Racing Commission
for the year ended June 30, 2003. The financial statement is the responsibility of the Commission’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As discussed in Note 1, the financial statement of the Virginia Racing Commission is intended to
present the results of its operations on only that portion of the financial reporting entity of the Commonwealth
of Virginia that is attributable to the transactions of the Commission. The financial statement is presented on
the cash basis of accounting, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America, and includes only the special revenue funds.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the
revenues collected, expenditures paid, and changes in cash balances of the Virginia Racing Commission as of
June 30, 2003, on the basis of accounting described above.
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Virginia Racing Commission

Statement of Revenues Collected, Expenditures Paid, and Changes in Cash Balances — Budget and Actual —

Special Revenue Funds
For the Year Ended June 30, 2003
Operating Total Variance
Total Budget Breeder’s Funds and Favorable
Amount Fund Fines (Unfavorable)
Revenues:
Taxes on pari-mutual wagering $3,455,000 $1,279,771  $2,231,755 $56,526
Application fees 150,000 - 123,771 (26,229)
Fines and assessments 20,000 - 9,725 (10,275)
Interest 30,000 28,846 1,659 505
Total revenues 3,655,000 1,308,617 2,366,910 20,527
Expenditures:
Personal services 868,396 - 688,645 179,751
Contractual services 371,405 - 406,672 (35,267)
Supplies and materials 10,000 - 11,982 (1,982)
Transfer payments 1,775,000 1,509,227 250,676 15,097
Continuous charges 29,000 - 39,511 (10,511)
Equipment 30,000 - 19,572 10,428
Total expenditures 3,083,801 1,509,227 1,417,058 157,516
Transfers out:
General Fund 726,199 - 940,127 (213,928)
Literary Fund 20,000 - 9,725 10,275
Total transfers 746,199 - 949,852 (203,653)
Excess (deficiency) of revenues over
(under) expenditures and transfers (175,000) (200,610) - (25,610)
Cash balance, June 30, 2002 1,060,692 1,059,692 1,000 -
Cash balance, June 30, 2003 $§ 885.692 $ 859.082 $ 1.000 $ (25.610)
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System. Under the cash basis, revenues are recognized when they are collected rather than

when earned. Expenditures are recognized under the cash basis when paid rather than when
incurred.

D. Budgets and Budgetary Accounting

The Appropriation Act as enacted by the General Assembly of Virginia establishes
the Commission’s budget for the biennium ending June 30, 2004. No payments can be made
out of the state treasury except in pursuance of appropriations made by law.

Budgeted amounts reported in the financial statement are amounts originally

appropriated to the Commission as adjusted by subsequent appropriations authorized by the
General Assembly.

CASH

The Treasurer of Virginia, pursuant to Section 2.2-1800 et. seq of the Code of Virginia, holds
all state funds of the Commission. The Treasurer is responsible for the collection, disbursement,
custody, and investment of state funds.

PENSION PLAN AND OTHER POST-RETIREMENT BENEFITS

Employees of the Commission -are employees of the Commonwealth of Virginia. The
employees participate in a defined benefit pension plan administered by the Virginia Retirement
System (VRS). The VRS also administers life insurance and health-related plans for retired
employees. Information related to these plans is available at the statewide level only in the
Commonwealth of Virginia’s Comprehensive Annual Financial Report. The Commonwealth of
Virginia, not the Commission, has the overall responsibility for contributions to these plans.

RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft or, damage to, and
destruction of assets; errors and omissions; non-performance of duty; injuries to employees; and
natural disasters. The Commission participates in insurance plans maintained by the Commonweakh
of Virginia. The state employee health care and worker’s compensation plans are administered by the
Department of Human Resource Management and the risk management insurance plans are
administered by the Department of Treasury, Division of Risk Management. Risk management
insurance includes property, general liability, medical malpractice, faithful performance of duty bond,
automobile, and air and watercraft plans. The Commission pays premiums to each of these
departments for its insurance coverage. Information relating to the Commonwealth’s insurance plans
is available at the statewide level in the Commonwealth of Virginia’s Comprehensive Annual
Financial Report.
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Virginia Racing Commission
10700 Horsemen’s Road
New Kent, Virginia 23124
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